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AUDITORS’ REPORT 


To the Shareholders of 
The Mexican Light and Power Company, Limited. 


We have examined the consolidated balance sheet of The Mexican 
Light and Power Company, Limited and Subsidiary Companies as at De- 
cember 31, 1973, and the related statements of consolidated profit and 
loss, movement in shareholders’ investment, and source and application of 
funds. Our examination was made in accordance with generally accepted 
auditing standards including, consequently, test of the documents, books 
and accounting entries and other generally accepted auditing standards 
which we considered necessary in the circumstances. 


The Company has not completed the study which would enable us 
to evaluate the reasonableness of the reserve of 16.4 million Mexican Pesos 
for inventories at December 31, 1973. 


Except for the possible effect of the matter mentioned in the preced- 
ing paragraph, in our opinion, the attached financial statements fairly 
present the financial position of the Mexican Light and Power Company. 
Limited and Subsidiary Companies as of December 31, 1973, the results 
of their operations and the source and application of their funds for the 
year ending on that date, in conformity with generally accepted account- 
ing principles applied on a basis consistent with that of the preceding year, 
except for the fact, that begining 1973, the Company capitalized certain 
salaries and social benefits amounting to 202.4 million Mexican Pesos, di- 
rectly identified with work in process, and which, in prior years had been 
considered as chargeable to operations. Had the same basis been maintained 
as in prior years, the loss of the period would have been greater by that 
amount. 


Mario Suarez del Real 
Public Accountants 


Mexico, D. F. 
May 27. 1974 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 


AND SUBSIDIARY COMPANIES (Note 1) 


Consolidated Balance Sheet as at December 31, 1973 
With comparative figures as at December 31, 1972 
In Mexican Currency (Millions of Pesos) 


ASSETS 
Fixed: 


Property, Plant and equipment (Notes 3 and 4) 


Less: Accrued depreciation and amortization 


Work in progress, at cost 


Stores for construction, at cost 


Current: 
Cash 
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Consumers’ accounts and notes receivable, net 
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Materials and supplies, at cost, not above market value, net .... 


Debtors, claims and other current assets 
Loans to employees 


Insurance and other prepaid expenses 


Other: 
Loans to employees 
Investments in securities, at cost 


Notes receivable 


On behalf of the Board: 


José Lépez Portillo, Director 


Arsenio Farell, Director 
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1973 


$ 8,215.8 
2,208.9 


$ 6,006.9 
922.0 
67.8 


$ 6,996.7 


$ 33.9 


$ 1,305.2 


$ 545.2 


$ 9,104.2 


1972 


7,067.5 


2,024.7 


5,042.8 
1,024.9 
73.8 


6,141.5 


159.1 
508.7 
119.4 
137.3 
134.7 

42.9 


1,102.1 


590.3 
1.8 

0.3 

103.4 


695.8 


7,939.4 
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LIABILITIES 


1973 
Wolpe VEL NOLESe ata ao Jalen ata te mn mys alee el emul cami, $ 4,978.4 
Current: Pee 
CULLEN LPOLllonrOrmongeverm de Dies kt eini cone eons oe ee $ 436.9 
Accounts payable to suppliers, contractors and others ......... 357.4 
IDIVIDENUS) GECIATEU ae Bye Tee One oul ist otk ate oe Sodas — 
Accrued interest, wages and other expenses .................. 154.4 
ON SUINCE os ANUAGLiciy CEDUSILS sy martin ict ane pete as eae 111.0 
Others: (Notes 3 and 5) 
PAL CLUCUELOL DCUSIONG Mite ttre Ke ice: oho c cicl shige Ska cetveracuas A $ 286.9 
COMMER Or TSePAaratiOn= PAYMENTS: ~ oc Sou. s nage ta ees wad ens Elia Ave 
PVCCENEC 1OlreMplo vee sINSULANCE) oo... .4.1oss) sic, «ns ocias ein gn emaus 203 
(SORISTIINGES PANG OCNerTOe POSICS om ae cel ois ch eis 1a een bee's wel — 
$ 503.9 
Contingencies (Note 7) 
SHAREHOLDERS’ INVESTMENT 
Capital Stock: 
Preferred shares 
Authorized and issued 852,598 shares having a par value of 
Salis Caley per esnaresUNOte?G) i152 5 4i ens hat aeons $ 147.4 
Common shares of no par value 
Authorized, 0,000; 000sisued«4) 196,111 ii... Fe ts lees te 408 4 
$ 5DoS 
Earned Surplus: 
SUALULOL VAT OSCH V Clee Petar rane alee a Ny rc hase ad, ast Bw wleN ay apbvel sy’ $ 46.6 
INRCINVESTINENETESELVE INOULC Ks gn, Care icine) s Say coc a ik eb bales eee as 944.7 
Retaincosearnin gs. (NOLCLS )imeces hewn vena ty che seketeiers! 2-8» 3% oes BLS EWE: 
WnallocatedsincoOme Of ,DLCVIOUSKV.CAlS pages woes. ee ee BO TS (68.5) 
Loss for the year, after allowing $1.9 in 1972 and $1.8 in 1973 
FOC LMC ISTAUILOL Y ALeSELY Clcen eerie con alll s cra ws iets Mawes ( 6.7) 
$ 1,290.3 
$ 1,846.1 
Consumers Cooperation Towards Fixed Assets (Not distributable under 
ChemliawaGls then ELCCITICs MIGUSLEY) cane tm tststas opataeeie nae nae ee eats Sama Al Ret 


$ 9,104.2 
The attached notes form part of this statement. 
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1972 


4,157.3 


477.7 
208.0 

5.3 
100.3 


791.3 


231.6 
183 4 

14.5 
Lit 


546.6 


147 4 
408.4 


555.8 


44.8 
944.7 
374.2 

42.5 


(111 0) 


1,295.2 
1,851.0 


593.2 


7,939.4 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES (Note 1) 


Statement of Consolidated Profit and Loss 

for the Year Ended December 31, 1973 

With comparative figures for the year ended December 31, 1972. 
In Mexican Currency 


1973 
$ 2,979,978,874 


Energy) purchased (-7p.0 a5 a meee eee ee ero ea eae $ 728,130,874 
55 (2) DS RPE A Ne ama e Sed Poa ba Na cla AN ante Tn a NAR Or a ee 129,802,746 
WARES 55s le Rite ot A et iat wees ky eee eee eg 661,706,726 
Employee. benetits pg ann ia toot ain east eae bee ste We 591,552,696 
Other: operating sexXpensesni eer eee verre ete ne 54,579,501 
Other maintenance expenses ate eye ye ae ade ere en te 65,862,247 
Administrative -CXpenSes mace ncaa ie ene reel 38,428,849 
Taxes: ANG Cuties sacra cau nea can ce viiee nines tas eta aN a eat et 32,451,831 
Provision for doubtiullaccounts = oie ee eee 9,090,835 
Provision for depreciation and amortization ........... 197,087,302 


$ 2,508,693,607 


NETY OPERATING REVENUE te eee roe) saree $ 471,285,267 
FINANCIAL GOS Tie ravi in aetna a rT ta eR eae $0) 527,3.12;887, 
Less: interest durine constructionymes ser erie $ 41,467,656 
Less: Interest earned on inmmediatey realizable securities 431,430 
Net. Financial (costs aye maua rn unetanee rata mena teeter nen tacit $ 485,413,801 

$ (14,128,534) 
OTHER REVENUE AND (EXPENSES), NET .......... $ 11,156,887 
PROVISION FOR EMPLOYEES, SHARE IN PROFITS .. $ 1,950,000 
I Oe ba BO Soh panier aan Cini Sel arn CIN Pia lord dod A iis $ ( 4,921,647) 
APPROPRIATION TO THE STATUTORY RESERVE .... 1,759,572 
NET ‘LOSS -FORMEHEAHY EAR ain a si iena at ae au tear on $ ( 6,681,219) 


1972 
$ 2,659,777,736 


$ 715,253,418 
92,097,353 
673,965,812 
599,234,284 
50,936,854 
55,989,788 
28,520,419 
26,204,651 
10,908,943 
167,000,946 


$ 2,420,112,468 
$ 239,665,268 


382,915,145 
29,937,684 
5,818,399 
347,159,062 


$ (107,493,794) 
$ ( 1,599,308) 


$ (109,093,102) 
1,940,124 
$ (111,033,226) 


AP 


PR 


AFTER ALLOWING FOR THE $1.00 CANADIAN CURRENCY PER SHARE TO WHICH 


THE PREFERRED SHARES ARE ENTITLED, THE NET LOSS IN 1973 WAS $4.13 


PER COMMON SHARE (A NET LOSS OF $28.55 IN 1972) 


The attached notes form part of this statement. 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES (Note 1) 


Consolidated. Statemente of Movement of Shareholdrs’ Investment 
for the Year Ended December 31, 1973 


IN MEXICAN CURRENCY 


Unallocated Unallocated 


Income (Loss) Surplus 
Capital Statutory Reinvestment Retained of Previous (Loss) for 
Stock Reserve Reserve Earnings Years the Year 
Balance at December 31, 
se op Sale ee $ 555,817,347 $44,808,857 $944,677,863 $374,249,718 $ 42,487,629 $ (111,033,326) 
Transfer of net loss for 
MO Daameera cesta Riae oral tele oneie ors (111,033,226) 111,033,226 
Net loss for the year 
ended December 31, 1973 
as per consolidated profit 
and loss statement, allow- 
ing for the appropriation 
to the statutory reserve . 1,759,572 (6,681,219) 
Balance as at December 
Sie CO emer eterna eke ache ts $ 555,817,847 $46,568,429 $ 944,677,863 $374,249,718 $ (68,545,597) $ (6,681,219) 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 


AND SUBSIDIARY COMPANIES (NOTE 1) 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1973 


(with comparative figures for the year ended December 31, 1972) 


IN MEXICAN CURRENCY 


SOURCE OF FUNDS 


From operations: 
Net income(loss)for the year 
Provisions for: Depreciation and amortization 
Pensions 
Separation payments 
Employees’ insurance 


Cooperation from consumers toward 
fixed assets 


From cther sources: 
Long term credits from: 


Comision Federal de Electricidad and 
Nacional Financiera, S. A. 

Desarrollo Urbano de México, S. A. 

Decrease in loans to employees 

Net contribution of employees to insurance 


Funds available 


APPLICATION OF FUNDS 


Addition to properties, plant and equipment 
Net increase in other assets: 
Loans to employees 
Trust fund for employees (housing project) 
Prepayments and others 
Reduction in long-term liabilities 
Payments for: Pensions 
Separations 
Employees’ insurance 
Reduction in unallocated surplus: 
Preferred share dividends 
Adjustment of the employees’ share in profits 


Funds used 


INCREASE (DECREASE) IN WORKING CAPITAL 


1973 


$ (4,921,647) 
197,087,302 
230,923,467 

45,552,251 
10,587,000 


$ 479,228,373 


250,387,015 
$ 729,615,388 


$ 1,521,307,455 
35,852,127 
45,081,995 
982,878 


$ 1,603,224,455 
$ 2,332,839,843 


$ 1,186,232,423 


14,011,196 
94,696,848 
736,089,978 
175,662,628 
33,212,621 
4,701,019 


$ 2,244,606,713 


$ 88,233,130 


1972 


$ (109,093,102) 
167,000,946 
204,043,858 

45,612,193 
8,527,000 


$ 316,090,895 


131,857,752 
$ 447,948,647 


$ 1,341,287,198 

5,937,774 
$ 1,347,224,972 
$ 1,795,173,619 


$ 1,045,154,775 
15,117,133 


61,395,775 
452,485,174 
141,905,959 

42,786,552 


10,870,625 


(360,000) 
$ 1,769,355,993 


$ 25,817,626 


IN MEXICAN CURRENCY 


CHANGES IN WORKING CAPITAL 


( ) denotes decrease 


Cash 

Consumer’s accounts and notes receivable, net 

Materials and supplies at cost, not above market value, net 
Debtors, claims and other current assets 

Loans to employees, current portion 

Accounts payable to suppliers, contractors and others 
Dividends declared 

Current portion of long-term debt 

Accrued interest, wages and other expenses 


Consumers’ deposits 


Increase (reduction) in working capital 


$ 


$ 


1973 


(125,192,926) 
215,681,862 
5,047,568 
130,979,020 
13,049,066 
(149,364,855) 
5,354,848 
40,718,354 
(54,161,997) 


6,122,190 


88,233,130 


$ 


$ 


1972 


22,277,425 


111,804,970 


30,280,811 


(18,254.481) 


23,687,819 


(79,221,034) 


(28,506) 


(64,922,476) 


(14,095,213) 


14,288,311 


25,817,626 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1973. 


IN MEXICAN CURRENCY 


1) 


2) 


3) 


Bases for consolidation 


The Mexican Light and Power Company, Limited is a Canadian corporation constituted under 
de laws of Canada and is authorized by the Mexican Government to operate in Mexico. The 
Federal Electricity Commission, of Mexico, is the owner of 98% of the outstanding common 
shares and of 81% of the preferred shares. 


The attached financial statements include the operations of the Mexican Light and Power 
Company, Limited and its direct subsidiaries: Compania Mexicana Hidroeléctrica y de Terre- 
nos, S. A. and Compania de Luz y Fuerza del Centro, S. A. All balances and transactions 
between these companies have been eliminated. 


Translations of Currencies. 


The operations in 1973 in foreign currencies were recorded in pesos at the rates of exchange 
in effect on the dates on which they were carried out, and the liabilities in foreign currency 
were converted into Mexican pesos at the official rate of exchange on December 31, 1973. 


The Company follows the practice of deferring losses in exchange in proportion to the dura- 
tion of the corresponding credits. At December 31, 1973 the deferred portion of the unrealized 
loss in exchange amounted to $ 123.7 million. 


Valuation of properties, plant and equipment. 


In 1960 fixed assets were revalued on the basis of the values resulting from translation of 
Canadian dollar costs at the official rate of exchange in effect on December 31, 1960. This 
revalution amounted to $1,205 million pesos and is reflected in the following headings: 


Million of Pesos 


Capital stock $ 533.4 

Reserves for reinvestment and retained earnings 444.5 

Accrued depreciation and amortization 122.6 
Accumulated provision for pensions and other assets and 

liabilities 104.5 

$ 1,205.0 


The accrued amortization at December 31, 1973 corresponding to the revalued assets amount- 
ed to approximately $632.3 millions pesos. 
Additions subsequent to 1960 have been recorded at cost in Mexican pesos. 


10 


4) 


9) 


6) 


7) 


8) 


Bases for the calculation of depreciation and amortization. 


Depreciation and amortization have been calculated by the straight line method using rates 
determined in accordance with the probable useful life in service of the assets, which are similar 
to those used by Comisi6n Federal de Electricidad and resulted from adopting studies carried 


out by the Federal Power Commission of the United States published in 1961, using the low- 
est rates in the studies. 


Provisions for pensions, separation payments and employees insurance. 


Based on actuarial studies of permanent employees and taking into account the provisions of 
the Collective Labor Contract, annual provisions to be charged to earnings have been deter- 
mined in such a way that the provisions would be sufficient to meet the required payments 
over the next ten years. 


Preferred shares. 


These shares are entitled to an unlimited vote, a cumulative preferred dividend of $1.00 Ca- 
nadian currency per annum and $16.50 Canadian currency per share on redemption or liqui- 
dation of the Company. 


As operationsfor 1972 and 1973 resulted in losses, no dividends have been declared. Cumula- 
tive dividends pending payment at December 31, 1973 amounted to $21.0 million. 

The Company needs the approval of 75% of the preferred shares voting as a class in order to: 
a) Sell, rent or in any way dispose of or commit its assets or an important part of them 

b) Merge with another Company except a subsidiary. 


Contingent liabilities. 


In accordance with the Federal Labor Law of Mexico the Company has a contingent liability 
to indemnify employees who are fired under certain circumstances. The attached balance sheet 
includes no reserve for this contingency since the Company has followed the practice of 
charging such indemnities to the earnings of the years in which they are made. 


Remuneration to officers of the Company. 


The aggregate remuneration in 1973 to officers of the Company, of which two were also 
members of the Board of the Company, was $ 1,200,000 Mexican currency. No remuneration 
was paid to directors of the Company who were not also officers thereof. 
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9) Long Terms Liabilities 
The Mexican Light and Power Company, Limited 


5% Series A Sinking Fund Bonds and Debenture Stock, 
semi-annual; payments: to 19750) wie as 


4.5% Series B serial Bonds, semi-annual maturities to 
1975, guaranteed by the Mexican Government ... 
7% Series D serial Bonds, semi-annual maturities to 
LOT RG A PRE BARRA URN n, ace ne eave gh OS tee Tne ey 
5.625% Series E serial Bonds, semi-annual maturities 
to 1977, guaranteed by the Mexican Government . 


6% Series F Sinking Fund Bonds, annual payments to 
3 


w fal wee ey re: es We HW, Cem) ee A le (sy) @ Mew ca ey Wag Sl fe roaw:, len Gee te wh le ele 6 


‘LotalsPirst) Mottage: Dept ie emanated 


5.5% Cummulative Income Debenture Stock, Annual 
Interest and Sinking fund of $92,487 U.S. Gua- 
ranteed “by. alien on fixed assets a. see eee 


Loans from Nacional Financiera, S. A. (subordinated to 
above) 

At 7%, semi-annual maturities to 1978 ............ 

At 8%, semi-annual maturities to 1981 ............ 

At 11.25%, a re-financing of the previous two with 
quarterly matures to, 1989 ce ea 


otalySubordinateds Debt ea eee 


Total Debt-The Mexican Light & Power Company, 
PEC ee ce vena atta le Aa dicen he ER 


Compania de Luz y Fuerza del Centro, S. A. (subor- 
dinated to Mortage Bonds and Income Debenture 
Stock of the Mexican Light and Power Company, 
Limited) 


Comision Federal de Electricidad: 
Loan Agreements 


AL 87599 atnual maturities 10 1979 ere en retest tise 
From 6% to 12.75%, serial maturities to 1997 
At 12%, semi-annual maturities to 1983 ............ 
At 12.5%, annual maturities from 1979 to 1985 ..... 
At 8%, semi-annual maturities to 1983 ............. 


ecreee 


Joint contracts with Comisi6n Federal de Electricidad 
and Nacional Financiera, S. A. Subsidiary to IBRD 
Loans. 


MEX 
MEX 


MEX 


GER 
US 

MEX 
MEX 
MEX 


Original 
Currency 


1,066,480 
47,752 


2,689,000 


2,845,485 
224,000 


2,749,000 


2,466,530 


33,871,034 
127,114,694 


$ 


Pf 


Mexican 
Currency 


13,331,000 
598,686 


33,612,500 
11,315,000 


35,568,564 
2,808,378 


34,362,500 


131,596,628 


30,831,625 


70,885,327 
56,705,366 


56,577,414 


184,168,107 


346,596,360 


156,528,211 


$ 1,588,933,677 


1,106,223,829 
337,500,000 


12,075,704 


436-ME at 5.5% and 6%, semi-annual maturities to 
BS felO)! hy GS ERAN el cn 


544—-ME from 5.7% to 7.69%, semi-annual maturities 
ise AE ote el le CA A ge 
659-ME from 7% to 7.5%, semi-annual maturities to 
1990 


a Ae) een eee OM OLISL Or a OOF sma» ele j ies ies ®) are Ste) «pha, w y's) eis Lal walls 


Maer Ot eee eh al Ol os 's\al (ose) foie gs) Kel eue ie ai 6 4) Sevietal 6. 6 vel eins) ai-i\hi wp 


Sub-Total.—Comisi6n Federal de Electricidad ... 


Less: unearned interest included in notes....... 


Notes to foreign banks: 


DEG jp setia AImaturintes tOLLOT9 . oo ie cies ca ats atts 
At 13%, semi-annual maturities to 1977 ............ 
GME Beto /AAM SDL EE UES ESR CEE as Urs eer ne a 
Fee WS on 2 TBST ot IAEA BAD RE ed ORR Se ee Ra 


Sub-Total foreign banks 
Less: unearned interest included in notes ........ 


Notes to Mexican Banks: 


At 10% and 12%, semi-annual maturities to 1976 .... 
AteS cuaillal Matures 10 TOSI cn ce ee sees 


Sub-Total Mexican Banks 
Less: unearned interest included in notes ........ 


Notes payable to Desarrollo Urbano de México, S. A., 
non interest bearing, monthly maturities to 1978 . 


Total Compafia de Luz y Fuerza del Centro, S. A. 


CONSOUEDATEDG CO TAL iy Sabres wate nec lale Vin ew ie 


Less: Current portion of long term liabilities: 


The Mexican Light and Power Company, Limited . 
Compafiia de Luz y Fuerza del Centro, S. A. .... 


WEILONG TERM LIABILITIES 915.0 c es ceric ners 


US 

VAR 
VAR 
VAR 


MEX 
VAR 


US 
US 
US 
US 


US 


MEX 
MEX 


MEX 


MEX 
MEX 
MEX 


MEX 
MEX 


Original 


Currency 


12,076,000 


2,350,000 
15,000,000 
15,939,462 
16,100,920 


1,271,845 


Mexican 
Currency 


150,950,000 
187,430,100 
590,440,542 

80,452,205 


$ 4,210,534,268 
703,866 
$ 4,209,830,402 


$ 29,375,000 
187,500,000 
199,243,273 
201,261,500 


% 617,379,773 
15,898,058 


$ 601,481,715 


$ 235,550,000 
6,550,128 


$ 242,100,128 
18,018,430 


$ 224,081,698 


$ 33,322,364 
$ 5,068,716,179 
$ 5,415,312,539 


$ 54,376,486 
382,516,210 


$ 436,892,696 
$ 4,978,419,843 


First Mortage and Collateral Trust Bonds. 


In accordance with the provisions of the indenture mortage of February 1, 1950 and the Sup- 
plemental Indenture of March 28, 1955, the payment of principal and interest on the first mortage 
and collateral trust bonds is guaranteed by a mortage on properties, plant and equipment installed 
on December 31, 1953 and which were then valued at $726 million pesos, and by a mortage on 
all additions permanently incorporated to the mortgaged property. As an additional guarantee, as 
provided by the Indenture of Mortage of February 1, 1950, the Company and its subsidiary have 
agreed, subject to receiving prior authorization from Mexican Governmental authorities as required 
and in accordance with the provisions of the aforementioned Indenture, to constitute a mortgage at 
any time on any or all other immovable properties they may possess or acquire in the future. 


Restrictions in accordance with the loan signed with the International Bank for Reconstruc- 
tion and Development. 


The Company has committed itself, among other things, that unless it obtains the consent of 
the Bank: 


a) It will not declare or pay any dividend or make any other distribution on its common shares 
(except stock dividends) if after considering such dividend or distribution the total amount of 
such payments and the payment of dividends on preferred shares made subsequent to De- 
cember 31, 1956 should exceed by more than $6,000,000 US currency the total net consoli- 


dated profits obtained by the Company and its subsidiaries and available for dividends sub- 
sequent to December 31, 1956. 


b) It will not redeem nor purchase any shares of its capital stock nor 5.5% Cumulative Income 
Debentures, (except for such part of the latter which are retired from circulation through the 
operation of the sinking fund) unless it does so with proceeds from the sale of shares and, in 
the case of the 5.5% income debenture stock, with the proceeds of the sale of income 
debenture stock which do not confer more favorable conditions on its holders than the exist- 
ing 5.5% Income Debentures. 


c) It will not incur any debt if the net remainder from operations of the Electric Sector (the 
Company, its subsidiaries, and Comisién Federal de Electricidad and its subsidiaries) (increas- 
ed by the amount of the tax on consumption of electric energy) obtained during the financial 
period immediately preceeding (or any preceding period of 12 consecutive months, whichever 
is greater) is less that 1.4 times the largest amount of the total amortization on long-term 
debt of the electric sector in future year or years. 


d) It will not sell or dispose in any manner of any of its properties or other assets which are 
needed to carry out efficiently its operations unless it first pays or redeems or makes pro- 
visions satisfactory to the Bank for the balance of the loans outstanding. 


e) It will not assume liabilities with a guarantee on any of its assets; in case of non-observance 
of this restriction provisions satisfactory to the Bank must be immediately created to assure 
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the payment of principal, interest and other charges arising from the credit granted by the 
Bank.. This restriction will not be applicable to those credits which have a specific lien on 
those assets acquired with the credit itself and to pay liability arising in the normal course of 
operations whose maturity is not greater than one year. 


Key to currencies 


10) 


MEX Mexican pesos 

US American dollars 
CAN Canadian dollars 
GER German Marks 
VAR Various currencies. 


Capitalization of salaries. 


Beginning in1973 the policy of capitalizing salaries directly identified with work in process 
was amended to include those considered as indirect labor charges. As a result, charges to 
fixed assets were increased by $202.4 million Mexican pesos with the corresponding effect 
in operating costs. 


iS 


ie 


ya 


AUDITORS’ REPORT 


To the Shareholders of 
The Mexican Light and Power Company, Limited. 


We have examined the consolidated balance sheet of The Mexican 
Light and Power Company, Limited and Subsidiary Companies as at De- 
cember 31 1973, and the related statements of consolidated profit and 
loss, movement in shareholders’ investment, and source and application of 
funds in Canadian Currency. Our examination was made in accordance 
with generally accepted auditing standards including, consequently, test 
of the documents, books and accounting entries and other generally accept- 
ed auditing standards, which we considered necessary in the circums- 
tances. 


The Company has not completed the study which wouid enable us 
to evaluate the reasonableness of the reserve of 1.3 million Canadian 
Dollars for inventories at December 31, 1973. 


Except for the possible effect of the matter mentioned in the preced- 
ing paragraph, in our opinion, the attached financial statements fairly 
present the financial position of the Mexican Light and Power Company. 
Limited and Subsidiary Companies as of December 31, 1973, the results 
of their operations and the source and application of their funds for the 
year ending on that date, in conformity with generally accepted account- 
ing principles applied on a basis consistent with that of the preceding year, 
except for the fact, that begining 1973, the Company capitalized certain 
salaries and social benefits amounting to 16.1 million Canadian Dollars, di- 
rectly identified with work in process, and which, in prior years had been 
considered as chargeable to operations. Had the same basis been mainta- 
ined as in prior years, the loss of the period would have been greater by 
that amount. 


Mario Suarez de! Real 
Public Accountants 


Mexico, D. F. 
May 27. 1974 
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THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 


AND SUBSIDIARY COMPANIES (Note 1) 


Consolidated Balance Sheet as at December 31, 1973 
With comparative figures as at December 31, 1972 
IN CANADIAN CURRENCY 


ASSETS 


Fixed: 


Property, Plant and equipment 


©) le): 6 fe <e. ove! we! fe. 6) ‘st iv wie val6! ie © 16: ‘wise 6 @ je, (0) @! #1 0: 0) 0 


Less: Accrued depreciation and amortization 


Work in progress, at cost 


fe je) 9), 0: 00/0) (ees) X60 Ve leh @ 6) lm el @ 6 0,0) @ 6/'e) 0:/6| se) le. 16 +6: 16) 0118), 


Stores for construction. at cOstis cue ene eae ee eee 


Current: 
Cash 


Consumers accounts and notes receivable, net 


eo) fe (wl Fee “et h6, 5) (6.0) fel er cio, 0) 6) 016, 6-76) '6)) 61 © 10) ve) e4.¥) ve fe rele! lee) wikia) elle: 46" so elce) €) 6 66.9 ohe\ re) is) 


Ss 1e, <0! 16: 10.0, 0 ene (0, “oie fasion © 


Materials and supplies, at cost, not above market value, net .... 
Debtors, claims and other current assets ...................6-. 


Loans: to-employees aie Aone tnt tee etteet eh opens. crore en Pema arama 


Insurance and other prepaid expenses .....................-¢- 


Other: 
Loans to employees 


@Re \ies biffat eel) <6 Ww ce! cee, <6) e016)" '6,".0) (ese, 01.0) (6), 6) <6 16) -e! b8) 16) els) (0) (a) 9, te. 1) oj) @ 


Investments in securities, at cost 


Co Se CC CT Taek NC OT eH Ye Pe DC et Tec eer ey Yea 


Notes receivable 


Co 


oes eee ee 


On behalf of the Board: 


José Lépez Portillo, Director 


Arsenio Farell, Director 


1973 


$ 655,308.0 
176,188.0 


479,120.0 
73,536.7 
5,416.5 


$ 558,073.2 


Si 2 3107.3 
57,773.8 
10,438.4 
21,396.9 

11,786.1 


$ 104,102.5 


$ 43,484.8 
174.6 
1,117.5 
19,214.8 


$  63,991.7 


$ 726,167.4 


1972 


$ 578,523.4 
166,345.6 


412,177.8 
83,694.0 
5,883.6 


$ 501,755.4 


$ 12,677.4 
40,521.2 
9,511.8 
10,936.5 
10,732.1 
3,415.9 


$ 87,794.9 


$ 47,023.2 
147.0 

23.9 

8,235.0 


$ 55,429.1 


$ 644,979.4 


ee 


LIABILITIES 


1973 
Peo ame HME INOUGIS Ny eel me tiake ne, a eletsielcre's bcc iene cake tm ecok $ 397,085.5 
Current: 
GUELeniEDOrLOn OLmone. term Cebt o5.. 7.4. aac os duced s foc tle $ 34,847.2 
Accounts payable to suppliers, contractors and others ......... 28,506.0 
Divi enU se GeClal Od Brmew ee ier. cued Sr ec ton te 2, auras a uence — 
Accrued interest, wages and other expenses .................. 12,319.4 
MonsumersmanclvOLnevegeDOSltS: Wee mst armas a4) os gees bacon 8,851.2 


$ 84,523.8 
Others: (Note 5) 


EO MENNGE SOV TET CCIW a aaah nga ee ee ee RD $ 22,881.9 
ecrmedslOreseparavion (DAVMENUS) s. gcsc,c025 1.2 eck Ok aE ON ook 15,610.8 
PreCrucdmrOlpeIMpPlAVEes MSULTANCE: 4s p.cceews Acces Sawin 644 aes 1,701.6 


Consumers andsotnercdepositS. wisi. Gc na diee esis cad caeodeean —_ 
Differences from translation of foreign currencies 


$ 40,194.3 
Contingencies (Note 7) 
SHAREHOLDERS’ INVESTMENT 
Capital Stock: 
Preferred shares 
Authorized and issued 852,598 shares having a par value of 
Syilo-o0 Can ecy apereshares(NOte 6) aust os 5 se ewe we as $$ 11;510:1 
Common shares of no par value 
Autnorized 5,000,000; sisued 4196.01) 222023 gs dh ce Suen 31,928.2 
43,438.3 
Earned Surplus: 
SEACULOLY ELCSCEV Cumetre rN ONIE er Blk nee adie See des Gewialale wide a wid $ 4,229.6 
PCUIVESLITICM Uae CSE VC ae pir: eiaic ho titos 6 ers G8 ie wee Sy Amis wratielcone ous peye ts 63,953.3 
BUC PAC MCG LIMIT OG merereen gs cnc Ptr Vanlte oPe Satoriciea Gos i's sien a.m Seapets 3,217.9 
Unallocated incomesot previous years: 2... 2. bc sees ee eM eelh (3,850.4) 
Loss for the year, after allowing $1.9 in 1972 and $1.8 in 1973 
OTe MOMS CALUILOL Val COCLVC eueeuciiet Na oer ais Wisco Dae vel sme rere ian (532.9) 
$ 101,017.5 
$ 144,455.8 
Consumers Cooperation Towards Fixed Assets (Not distributable under 
Coes bana OLthoee leCtriCaliGUuSUiy ie siaee.. ser ce eye mies Senseo 02) wie $ 59,908.0 


$ 726,167.4 


The attached notes form part of this statement. 
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172 
$ 331,058.1 


$ 38,033.2 
16,572.3 
426.3 
7,987.5 


—— 


$ 63,019.3 


$ 18,451.7 
14,608.6 
1,152.3 
9,328.1 
14,332.6 


20 O70 7ac3 


$ 11,5101 


31,928.2 
43,438.3 


$ 4,089.3 
63,953.3 
31,217.9 

3,961.5 


(9,734.3) 


$ 99,487.7 
$ 142,926.0 


$ 50,102.7 


$ 644,979.4 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES (Note 1) 

STATEMENT OF CONSOLIDATED PROFIT AND LOSS 

FOR THE YEAR ENDED DECEMBER 31, 1973 


With comparative figures for the year ended December 31, 1972 


IN CANADIAN CURRENCY 


ee ne oe 


1973 
Operating Revenue. auc curs els uecien anna cen eat $ ) /237;687,150 
Operating and Other Expenses: 
Energy purchased yn ites ee ane ee ane ees $ 58,076,704 
to) (ol Mama aT eae oP Para Tap SA PN homaat SinCA OIC LEM, Wy eh NC ay 10,353,243 
EOS ras) croc AeTTUE SPRUE Rn N A SGML adn aah Aan CS HRC Na eae 52,778,624 
Employee) Denebits io Gen Con cust nin cea int mi weimnluan nt: 47,183,044 
Other -operatine Expenses ics ar aay ce eiaremneyes eon as 4,353,335 
Other ‘maintenance expenses! oe oitis Vos a eens ole ees 5,253,262 
AOMINIStralive EXPENSES ei lai Mace Mean ticate tel curese nt 3,065,137 
Pames ands Cuties eyo nea niet oUt tava A ct eT Ne Ge ten RRA 2,588,402 
Provision for doubtful accounts .................... 725,097 
Provision for depreciation and amortization .......... 15,719,950 
Total operating and other expenses $ 200,096,798 
Net Operating Revenue jenn st ced foun a mun an ras $.° 37,590,352 
Pinancial (Ost 1 ya cen ea in camera gee ees tole colin A eaten cate $ 42,059,193 
Less:Interest: during ‘construction. 20). 2205. 2a es 3,307,516 
Less: Interest earned on immediately realizable securities 34,411 
Netefinancialicost ya garages ek area P aus il and $ 38,717,266 
Other Revenue and expenses net ...............02005: $ 889,889 
Provision for Employees’ Share in Profits ........... 155,535 
Net: Profit: (Loss) for ‘the ‘year(s oo soils cena aeeiraane $ (392,560) 
Appropriation to the statutory reserve .............. 140,346 


Surplas:for the year, to; be allocated: (0.0 0... 2.e.2 ee, $ (532,906) 


After allowing for the $1.00 per share preferred dividend, the results in 1973 
were a net loss of $0.30 per common share (a net loss of $2.08 per common 
share in 1972). 


The attached notes form part of this statement. 
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1972 
$ 210,823,293 


$ 56,693,489 
7,299,999 
53,420,889 
47,497,406 
4,037,433 
4,437,947 
2.260,628 
2,077,072 
864,681 
13,670,673 


>. 292,260,177, 


$ 18,563,116 


$ 30,850,967 
2,372,966 
461,187 


$ 28,016,814 


(126,833) 


$ (9,580,531) 


153,781 


$ (9,734,312) 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES (Note 1) 


Consolidated Statement of Movement of Shareholders’ Investment 
for the Year Ended December 31, 1973 


IN CANADIAN CORRENCY 


Unallocated Unallocated 
Income (Less) Surplus 
Capital Statutory Reinvestment Retained of Previous (Less) for 
Stock Reserve Reserve Harnings Years the Year 
Balance at December 31, 
LO 2 mea ety eR OU ats ey ese auinn $ 43,488,278 $ 4,089,300 §$ 63,953,301 $ 37,217,884 § 5,883,921 $8 (9,734,312) 
Transfer of net loss for 
LACORS A ehaay ritateeeeia bo Caen ice (9,734,312) 9,784,312 
Net loss for the year 
ended December 31, 19738 
as per consolidated profit 
and loss statement, allow- 
ing for the appropriation 
to the statutory reserve . 140,346 (532,906) 
Balance as at December 
Faye ep Koy ete eats een ere $ 48,488,278 § 4,229,646 § 68,953,301 $ 87,217,884 § (8,850,391) $ (532,906) 


THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 


AND SUBSIDIARY COMPANIES (Note 1) 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATIONS OF FUNDS FOR THE 


YEAR ENDED DECEMBER 31, 1973 


(With comparative figures for the year ended December 31, 1972) 


IN CANADIAN CURRENCY 


SOURCE OF FUNDS 


From operations: 


Net income (loss) for the year 

Provisions for: Depreciation and amortization 
Pensions 
Separation payments 
Employees’ insurance 


Cooperation from consumers towards fixed assets 


From other sources: 


Long term credits from: 


Comision Federal de Electricidad and Nacional Fi- 


nanciera, S. A. 
Desarrollo Urbano de México, S., A. 
Decrease in loans to employees 
Net contribution of employees to insurance 
Difference from translation of foreign currencies 


Funds available 


APPLICATION OF FUNDS 


Additions to properties, plant and equipment 


Net increase in other assets: 
Loans to employees 
Trust fund for employees (housing project) 
Prepayments and others 
Reduction in long-term liabilities 
Payments for: Pensions 
Separations 
Employees’ insurance 
Differences from translation of foreign currencies 
Reduction in unallocated surplus: 
Preferred share dividends 
Adjustment of the employees’ share in profits 
Adjustment from translation of foreign currencies 


Funds used 


INCREASE (DECREASE) IN WORKING CAPITAL 


ae 


$ 


$ 


1973 


(392,560) 


15,719,950 
18,418,768 
3,633,309 
844,433 


38,223,900 


1S 971207 


58,195,107 


121,341,542 
2,859,614 
3,538,336 

78,396 


127,817,888 
186,012,995 


82,710,162 


1,117,552 
7,967,096 
58,173,764 
13,988,540 
2,631,231 
373,592 
14,332,630 


(1,922,342) 
178,972,685 


7,040,310 


1972 


$ (9,580,531) 
13,670,673 
16,173,230 

3,615,382 
675,880 


$ 24,554,634 


10,433,145 
$ 34,987,779 


$ 106,817,463 


476,442 
1,099,680 


$ 108,393,585 
$ 143,381,364 


$ 82,656,791 


974,201 
4,856,226 
37,331,561 
1V290;877 
3,462,511 


852,598 
(29,111) 


$ 141,395,654 


$ 1,985,710 


IN CANADIAN CURRENCY 


CHANGES IN WORKING CAPITAL 


( ) denotes decrease 


1973 1972 
Cash $ (9,970,065) $ 1,719,958 
Consumers’ accounts and notes receivable, net Lf, 202,091 8,748,072 
Materials and supplies at cost, not above market value, net 419,904 2,303;2907 
Debtors, claims and other current assets 10,460,429 (1,516,446) 
Loans to employees, current portion 1,053,926 1,842,648 
Accounts payable to supplies, contractors and other (11,933,795) (6,259,536) 
Dividends declared 426,299 — 
Current portion of long-term debt 3,186,027 (5,004,241) 
Accrued interest, wages and other expenses (4,331,927) (1,088,867) 
Consumers’ deposits 476,915 1,190,825 


Increase (reduction) in working capital $ 7,040,310 $ 1,985,710 
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THE MEXICAN LIGHT AND POWER COMPANY, LIMITED 
AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AS AT DECEMBER 31, 1973. 


IN CANADIAN CURRENCY 


1) 


2) 


4) 


5) 


Bases for consolidation 


The Mexican Light and Power Company, Limited is a Canadian corporation constituted under 
de laws of Canada and is authorized by the Mexican Government to operate in Mexico. The 


Federal Electricity Commission, of Mexico, is the owner of 98% of the outstanding common 
shares and of 81% of the preferred shares. 


The attached financial statements include the operations of the Mexican Light and Power 
Company, Limited and its direct subsidiaries: Compafiia Mexicana Hidroeléctrica y de Terre- 


nos, S. A. and Compafiia de Luz y Fuerza del Centro, S. A. All balances and transactions 
between these companies have been eliminated. 


Translations of Currencies. 


As in previous years liabilities and profit and loss items which originated in currencies other 
than Canadian dollars were translated to Canadian dollars at the rate of $ 12.5374 Mexican 
pesos = $1.00 Canadian dollar, including the investment in properties; plant and equipment. 


Deferred loss in exchange. 


oe 


The Company follows the practice of deferring losses in exchange in proportion to the du- 


ration of the corresponding credits. At December 31, 1973 there were included under the 
item of pre-payments the amount of $9.9 million. 


Bases for the calculation of depreciation and amortization. 


ee 


Depreciation and amortization have been calculated by the straight line method using rates 
determined in accordance with the probable useful life in service of the assets, which are similar 
to those used by Comisién Federal de Electricidad and resulted from adopting studies carried 


out by the Federal Power Commission of the United States published in 1961, using the low- 
est rates in the studies. 


Provisions for pensions, separating payments and employees insurance. 


Based on actuarial studies of permanent employees and taking into account the provisions of 
the Collective Labor Contract, annual provisions to be charged to earnings have been deter- 


mined in such a way that the provisions would be sufficient to meet the required payments 
over the next ten years. 


Zh 


6) Preferred shares. 


7) 


8) 


These shares are entitled to an unlimited vote, a cumulative preferred dividend of $1.00 Ca- 


nadian currency per annum and $16.50 Canadian currency per share on redemption of liqui- 
dation of the Company. 


As operations for 1972 and 1973 resulted in losses, no dividends have been declared. Cumula- 
tive dividends pending payment at December 31, 1973 amounted to $ 1,705,198. 


The Company needs the approval of 75% of the preferred shares voting as a class in order to: 


a) Sell, rent or in any way dispose of or commit its assets or an important part thereof. 
b) Merge with another Company except a subsidiary. 


Contingent liabilities. 


In accordance with the Federal Labor Law of Mexico the Company has a contingent liability 
to indemnify employees who are fired under certain circumstances. The attached balance sheet 


includes no reserve for this contingency since the Company has followed the practice of 
charging such indemnities to the earnings of the year in which they are paid. 


Remuneration to officers of the Company. 


The aggregate remuneration in 1973 to officers of the Company, of which two were also 
members of the Board of the Company, was $95,714. No remuneration was paid to directors 
of the Company who were not also officers therest. 
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9) Long Terms Liabilities 
The Mexican Light and Power Company, Limited 


First Mortage and Collateral Trust Bonds: 


5% Series A Sinking Fund Bonds and Debenture Stock, 
semi-annual payments to 1975 ................. 


4.5% Series B serial Bonds, semi-annual maturities to 
1975, guaranteed by the Mexican Government . 

7% Series D serial Bonds, semi-annual maturities to 
POTS ER ABOU S bane OU Sem nat a aim Gta tae tari CMCC 

5.625% Series E serial Bonds, serni-annual maturities 
to 1977, guaranteed by the Mexican Government . 


6% Series F Sinking Fund Bonds, annual payments to 
1983 


@, Oia gee. e101 10, ee 16 (ie 6 foe 07 pre) 6, 16;(0) @ Le) 6.6) ©) 1% “0110 le (0/18: (9) 16) 0! Jee 


Total/Rirst Mortage DEbtat seen ccter e ora es 


5.5% Cummulative Income Debenture Stock, Annual 
Interest and Sinking fund of $92,487 U.S. Gua- 
ranteed by a lien on fixed assets ..........:. 


Loans from Nacional Financiera, S. A. (subordinated to 
above) 

At 7%, semi-annual maturities to 1978 ............ 

At 8%, semi-annual maturities to 1981 ............ 

At 11.25%, a re-financing of the previous two with 
quarterly maturities 10 v1 9SO. en neta cre eae 


TotalsSubordinatedeDebiza asta ee 


Total Debt-The Mexican Light & Power Company, 
JM Verh hora Runehnees acta Me MAL ee Akh UE CRIA Aromat ih 


Compafiia de Luz y Fuerza del Centro, S. A. (subor- 
dinated to Mortage Bonds and Income Debenture 
Stock of the Mexican Light and Power Company, 
Limited) 


Comisi6n Federal de Electricidad: 
Loan Agreements 


At 8.755% annual maturities to 1979 ...........0... 
From 6% to 12.75%, serial maturities to 1997 ...... 
At 12%, semi-annual maturities to 1983 ............ 
At 125%, annual maturities from 1979 to 1985 ..... 
At 8%, semi-annual maturities to 1983 ............. 


Joint contracts with Comisién Federal de Electricidad 
and Nacional Financiera, S. A. Subsidiary to IBRD 
Loans. 
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US 
CAN 


US 
MEX 


US 
CAN 


US 


US 


MEX 
MEX 


MEX 


GER 
US 

MEX 
MEX 
MEX 


Original 
Currency 


1,066,480 


2,689.000 
11,315,000 


2,845,485 
224,000 


2,749,000 


2,466,530 


70,885,327 
56,705,366 


56,577,414 


33,871,034 
127,114,694 
1,106,223,829 
337,500,000 
12,075,704 


Canadian 
Currency 


$ 1,603,299 
47,752 


2,680,978 
902,500 


2,836,997 
224,000 


2,740,799 


$ 10,496,325 


$ 2,459,172 


$1i/10;003,910 
4,522,897 


4,512,691 


$ 14,689,498 


$ 27,644.995 


$ 12,484,902 
$ 126,735,501 
88,233,910 
26,919,457 
963.175 


436-ME at 5.5% and 6%, semi-annual maturities to 
DESI WE oo tls SAR UE SSR et 2 
544—-ME from 5.7% to 7.69%, semi-annual maturities 
Bebe IS Lol ad algal a tO stg wrong il a eae a ea ea eR 
659-ME from 7% to 7.5%, semi-annual maturities to 
1a Ces codes an aiereiee ap AM Het RAN ge a RO aa 


VSS Pantry hone | Yau Ag Oy aaa 


Sub-Total.—Comisi6n Federal de Electricidad ... 


Less: unearned interest included in notes....... 


Notes to foreign banks: 


Aud So userid MIAGUTILles: CO LOTS 12 95 2 jcichs 2 cs Panes 
At 13%, semi-annual maturities to 1977 ............ 
Pot Say RELY 40S Re 9 oO SEAN ne 
PR OLS BEEN ENO Mtr, Sig Pie e d cravasga cid lahore ks “al os 


Sub-Total foreign banks 
Less: unearned interest included in notes ........ 


Notes to Mexican Banks: 


At 10% and 12%, semi-annual maturities to 1976 .... 
PELE) ea nL UTIELOS (ULL OO Lay hia clone iki Bs enn 


Sub-Total Mexican Banks 
Less: unearned interest included in notes ........ 


Notes payable to Desarrollo Urbano de México, S. A., 
non interest bearing, monthly maturities to 1978 . 


Total Compania de Luz y Fuerza del Centro, S. A. 


CONSOLIDATED? TO PAIs i i Be shinai. cpletcaew 


Less: Current portion of long term liabilities: 


The Mexican Light and Power Company, Limited . 


Compafifa de Luz y Fuerza del Centro, S. A. .... 


Nie CO NGaLE RM LIABILITIES Saou tains xs es 
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MEX 
MEX 


MEX 


MEX 
MEX 
MEX 


MEX 
MEX 


12,076,000 


2,350,000 
15,000,000 
15,939,462 
16,100,920 


1,271,845 


235,550,000 
6,550,000 


18,018,430 


33,322,364 


$ 12,039,976 
14,949,679 
47,094,337 

6,416,977 


$ 335,837,914 
56,141 
$ 335,781,773 


$ 2,342,990 
14,955,254 
15,891,913 
16,052,890 


$ 49,243,047 
1,268,051 


$ 47,974,996 


$ 18,787,787 
522,447 


$ 19,310,234 


1,437,174 
$ 17,873,060 


$ 2,657,837 


$ 404,287,666 
$ 431,932,661 


$ 4,337,142 
30,510,011 


$ 34,847,153 
$ 397,085,508 


First Mortage and Collateral Trust Bonds. 


In accordance with the provisions of the indenture mortage of February 1, 1950 and the Sup- 
plemental Indenture of March 28, 1955, the payment of principal and interest on the first mortage 
and collateral trust bonds is guaranteed by a mortage on properties, plant and equipment installed 
on December 31, 1953 and which were then valued at $726 million pesos, and by a mortage on 
all additions permanently incorporated to the mortgaged property. As an additional guarantee, as 
provided by the Indenture of Mortage of February 1, 1950, the Company and its subsidiary have 
agreed, subject to receiving prior authorization from Mexican Governmental authorities as required 
and in accordance with the provisions of the aforementioned Indenture, to constitute a mortgageat 
any time on any or all other immovable properties they may possess or acquire in the future. 


Restrictions in accordance with the loan signed with the International Bank for Reconstruc- 
tion and Development. 


The Company has committed itself, among other things, that unless it obtains the consent of 
the Bank: 


a) It will not declare or pay any dividend or make any other distribution on its common shares 
(except stock dividends) if after considering such dividend or distribution the total amount of 
such payments and the payment of dividends on preferred shares made subsequent to De- 
cember 31, 1956 should exceed by more than $6,000,000 US currency the total net consoli- 


dated profits obtained by the Company and its subsidiaries and available for dividends sub- 
equent to December 31, 1956. 


b) It will not redeem nor purchase any shares of its capital stock nor 5.5% Cumulative Income 
Debentures, (except for such part of the latter which are retired from circulation through the 
operation of the sinking fund) unless it does so with proceeds from the sale of shares and, in 
the case of the 5.5% income debenture stock, with the proceeds of the sale of income 


debenture stock which do not confer more favorable conditions on its holders than the exist- 
ing 5.5% Income Debentures. 


c) It will not incur any debt if the net remainder from operations of the Electric Sector (the 
Company, its subsidiaries, and Comisién Federal de Electricidad and its subsidiaries) (increas- 
ed by the amount of the tax on consumption of electric energy) obtained during the financial 
period immediately preceeding (or any preceding period of 12 consecutive months, whichever 


is greater) is less that 1.4 times the largest amount of the total amortization on long-term 
debt of the electric sector in future year or years. 


d) It will not sell or dispose in any manner of any of its properties or other assets which are 
needed to carry out efficiently its operations unless it first pays or redeems or makes pro- 
visions satisfactory to the Bank for the balance of the loans outstanding. 


e) It will not assume liabilities with a guarantee on any of its assets; in case of non-observance 
of this restriction provisions satisfactory to the Bank must be immediately created to assure 
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the payment of principal, interest and other charges arising from the credit granted by the 
Bank.. This restriction will not be applicable to those credits which have a specific lien on 
those assets acquired with the credit itself and to bay liability arising in the normal course of 
operations whose maturity is not greater than one year. 


Key to currencies 


MEX Mexican pesos 

US American dollars 
CAN Canadian dollars 
GER German Marks 
VAR Various currencies. 


10) Capitalization of salaries. 


Begining in 1973 the policy of capitalizing salaries directly identified with work in process 
was amended to include those considered as indirect labor charges. As a result, charges to 
fixed assets were increased by $16.1 million Canadian Dollars, with the corresponding effect 
in operating costs. 
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